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Building great 
portfolios
Gregory van Inwegen, Global Head of Quantitative Research, Asset Allocation, 
and Investment Risk Management at Citi Investment Management
Philip Watson, Head of the Global Investment Lab 
Steven Wieting, Global Chief Investment Strategist

These fundamental principles are not some closely-guarded 
secret. In fact, they are almost universally known. However, 
we know that they are almost as widely ignored. We have 
therefore decided to reiterate them and illustrate with 
first-hand evidence the impact they have upon clients’ wealth. 
We contrast best practice with some of the mistakes that we 
unfortunately see some clients decide to make, despite our 
best efforts. In light of this, we urge all clients to ensure their 
portfolios are thoughtfully constructed and maintained.

Citi Private Bank exists to serve the 
world’s wealthiest individuals and 
families. Our long experience of working 
with these clients has given us a unique 
perspective into the responsibilities 
and challenges of investing great 
wealth. Of the many insights we have 
gained, one in particular stands out:

The families who have managed to 
remain among the world’s wealthiest 
over several generations have 
typically built great investment 
portfolios following the fundamental 
principles of asset allocation, whereas 
those who have drifted below the 
wealthiest have typically not.

Critical elements of asset allocation:

Follow the plan

Go global now

Stay invested

Address risk

Review regularly

INVESTMENT PRODUCTS: NOT FDIC INSURED · NOT CDIC INSURED · NOT GOVERNMENT INSURED · NO BANK GUARANTEE · MAY LOSE VALUE
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Follow the plan 

Behind every great portfolio is a robust, long-term plan. A 
robust plan begins with defining goals, risk tolerance, and 
time horizon. It also specifies liquidity requirements and 
other investment preferences. Together, these provide the 
essential rules for both client and advisor. Having such a 
plan is, of course, no guarantee of success. But not having 
a plan or failing to follow an agreed plan almost guarantee 
inadequate returns and needless risk-taking over time.

Based upon these rules, a long-term investment strategy 
– or strategic asset allocation – can be created. Citi 
Private Bank has developed its own methodology for 
creating a strategic asset allocation. Adaptive Valuation 
Strategies (AVS) is built upon the principles of global 
multi-asset class diversification over long-term investment 
horizons, the importance of which we explore below. 

Compared to many traditional methodologies, AVS takes 
a distinctive approach to creating asset allocations. 
Instead of simply assuming that future returns 
will resemble past average returns, AVS estimates 
returns over the next ten years based on current 
valuations – see below: The long‑term view. This is 
because low valuations have often been followed by 
high returns and high valuations by low returns.

AVS typically then allocates more to asset classes with 
high return estimates and less to those with lower 
return estimates. It also reflects our belief that the most 
relevant risk for investors is severe portfolio losses 
during a crisis. The allocations generated by AVS are 
specifically designed to serve as the investment ‘core’ 
of each client’s wealth framework – see Opportunistic 
investing alongside core portfolios below. 

Although we create a personalized AVS allocation for every 
client of the Private Bank, not all choose to follow this plan. 
The average client portfolio has 47% of assets that are 
not in alignment with the recommended allocation. This 
includes a 24% underweight versus our recommended 
equities allocation and a 21% overweight to fixed income. 

Figure 1 shows how the median client portfolio at Risk Level 
3 has performed in relation to an AVS Global Allocation 
with Hedge Funds at Risk Level 3 in US dollars* over the 
last three years, whose performance is measured at an 
asset class level. Two-thirds of client portfolios at the 
equivalent risk level failed to keep up with this benchmark 
allocation between 2015 and 2017, with underperformance 
of almost 2% a year. The impact of foregoing such returns 
each year upon your level of wealth can be profound. 

Figure 1. The cost of not following the plan 

A Global Allocation at Risk Level 3 in US dollars is made up of equities, fixed income, commodities, cash and hedge funds. Risk Levels are an indication 
of clients’ appetite for risk. Risk Level 3 seeks modest capital appreciation and, secondly, capital preservation. An example of such an allocation is 
shown in figure 4. Source: Citi Private Bank Global Investment Lab, as of 31 Oct 2017. Past performance is no guarantee of future returns. Real results 
may vary.

Global Allocation with Hedge 
Funds at Risk Level 3 (US$)

Median client multi-asset class 
portfolio at equivalent risk level
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The power of diversification comes from having exposure 
to multiple sources of return and risk. Various countries’ 
business and financial market cycles are often at differing 
stages, as we believe they are today – see Go global now: 
riding the global expansion’s second wind. By investing 
in a country or region with faster economic growth than 
one’s own, potentially higher returns from that growth may 
be captured, albeit often involving exposure to greater 
geopolitical and individual country risks. Diversifying across 
different economic sectors – such as energy or technology 
– can achieve much the same, along with having exposure to 
particular risk factors like that of smaller-capitalization or 
growth companies, as well as to different currencies.

Despite these benefits, many clients are somehow reluctant 
to embrace global multi-asset class diversification fully. We 
frequently observe portfolios that are narrowly focused on 
just two or three asset classes. A typical client’s exposure is 
also concentrated 70% to 85% in a single currency. Of those 
with exposure to emerging markets fixed income, we find 
that they are on average 3.2% underweight compared to our 
recommended allocation. In emerging market equities, they 
are 2.2% underweight on average. 

Go global now: diversification is powerful

While there are no free lunches in investment, diversification 
may just be the next best thing. By investing in a broad range 
of different asset classes across the world, it is possible to 
lower a portfolio’s risk while also potentially enhancing its 
returns based on a client’s investment objectives and risk 
tolerances. 

Figure 2 demonstrates the effect of diversification over time. 
It shows how a global multi-asset class allocation would have 
produced a 10.6% annualized return before fees between 
1952 and 2016, compared to 9.3% for an allocation of equities 
and fixed income entirely from the best-performing individual 
region, the US. Not only would the global allocation have 
produced a potentially higher return, but it was also less risky 
on an asset class level. While 1.3% annualized outperformance 
may not sound like much, its long-term effect is significant. 
Figure 3 shows how the portfolios described in figure 2 would 
evolve over time in these historical index-based allocations. 
On an asset class level, an investment of $1m in a portfolio 
following an AVS Risk Level 3 global strategic allocation in 
1952 would have grown to almost $700m by June 2017 gross 
of all fees, compared to $333m for the US-only allocation. Of 
course, when fees are applied, the performance would have 
been reduced by investment management fees and other 
management expenses.1  

1     The compounding effect of not deducting investment management fees will increase the impact by an amount directly related to gross account 
performance. For example, on an account with a 2% annual fee, if gross performance is 10% annually for three years, the effect of the fees will result 
in net performance of approximately 7.81% in the first year, 8.41% in the second year, and 9.06% in the third year, for a total net performance of 
approximately 25.27% over the three-year period. By comparison, the gross performance over that same three-year period is 33.1%. 

1952-2016 US-only allocation Global US dollar allocation

Annualized return (%) 9.3 10.6

Annualized volatility (%) 9.5 7.7

Source: Global Asset Allocation team, Citi Private Bank, as of 31 Dec 2016. The US-only allocation assumes 60% equity and 40% fixed income 
proportions, rebalanced on an annual basis. The Global US Dollar allocation represents a AVS Risk Level 3, the 31 Dec 2016 allocations of which are 
shown in Figure 4. They include allocations to equities, fixed income, commodities, cash and hedge funds. Risk levels are an indication of clients’ 
appetite for risk. Risk Level 3 – Seeks modest capital appreciation and, secondly capital preservation. These returns were calculated at an asset class 
level using indices and do not reflect fees, which would have reduced the performance shown. Past performance is no guarantee of future returns. 
Real results may vary. 

Diversification does not ensure against the loss of your investment.

Figure 2. Global diversification has beaten US home bias over time
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One possible explanation for this behavior is that clients 
may feel more comfortable investing in regions and asset 
classes with which they are familiar. There is a surprisingly 
widespread belief that portfolios exposed to emerging 
markets, different currencies, or illiquid asset classes actually 
increase overall risks. We emphasize that the opposite 
may be true when looked at on a rolling 5-year basis for 
the period between 1955 and 2016. We created historical 
globally diversified allocations consisting of indexes to proxy 
for each asset class of equities, fixed income, hedge funds, 
commodities and cash. On an asset class level between 1955 
and 2016, this would have produced an annualized return of 
10.9% before fees, while not experiencing a negative return 
over any five-year period. On a one-year annualized basis the 
returns would be different.

Our strategic asset allocation methodology incorporates 
ten broad asset classes – see The long‑term view below – 
from more than forty-five countries worldwide. Although 
it accommodates preferences for particular currencies or 
regions, we think clients should always consider a global 
allocation. We then recommend full implementation of the 
allocation within the portfolio and regular rebalancing to keep 
the portfolio in line with the allocation, as we discuss below. 

For clients who currently have regionally-biased portfolios 
– particularly to the US – we think that it is an opportune 
time to correct this. Non-US equities trade at a substantial 
discount to US equities, including emerging markets – see 
Emerging opportunities. Our message could not be any 
clearer: go global now. 

Stay invested: aggressive market timing 
increases risk

Compounding can be a powerful ally when investing. Over 
longer periods, the effect of earning compound returns by 
staying invested in a balanced allocation that includes risky 
assets has been compelling. As demonstrated in Figure 3, 
$1m invested in the global allocation would have become 
almost $700m before fees. By contrast, aggressive 
attempts to time the markets by switching into risky assets 
and then out of risky assets – not being fully invested - can 
all too easily result in foregone compound returns and 
excessive exposure at unfavorable times.

Figure 3. Global multi-asset allocation’s wealth effects* 

US-only allocation 
60% equities, 40% fixed income

Global Strategic Allocation at 
Risk Level 3 in US dollars
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Source: Global Asset Allocation team, Citi Private Bank, as of 31 Dec 2016. The US-only allocation assumes 60% equity and 40% fixed income 
proportions, rebalanced on an annual basis. The Global US Dollar allocation represents a AVS Risk Level 3, the 31 Dec 2016 allocations of which are 
shown in Figure 4. They include allocations to equities, fixed income, commodities, cash and hedge funds. Risk levels are an indication of clients’ 
appetite for risk. Risk Level 3 – Seeks modest capital appreciation and, secondly capital preservation. The returns shown were calculated at an asset 
class level using indices and do not reflect fees, which would have reduced the performance shown. Past performance is no guarantee of future 
returns. Real results may vary. 

Diversification does not ensure against loss of investment.
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Given the clear risks to wealth from holding too much cash, 
why do so many clients persist with such an approach? In 
some cases, clients overestimate the amount of cash they will 
need for regular or unforeseen expenditures in the future. 
In others, they do so in the hope of investing in risky assets 
when they are more cheaply valued at some point. However, 
attempts to time the markets in this way are themselves risky. 

We do acknowledge the wisdom of every investor holding 
some cash. Doing so can provide a reserve for unplanned 
expenditures, flexibility to pursue opportunistic investments, 
as well as helping to diversify a portfolio. What we would 
stress, however, is the importance of holding cash in 
appropriate amounts. Rather than simply opting for an 
arbitrarily large figure, we recommend taking a quantitative 
approach to determine your future cash needs under various 
scenarios. Your Private Banker stands ready to assist you with 
this, drawing upon the analysis of our Global Investment Lab.

Cash is not king

Although we always stress the case for staying invested over 
time, many clients insist instead upon holding large cash 
balances. Whereas our most conservative global allocation 
has a 6.2% strategic weighting in cash, we frequently see 
clients with much higher risk levels holding cash allocations 
of 30% or more. That is despite one of the poorest return 
environments for cash in decades, with an estimated return 
after inflation of -6.3% over the last five years. 

Over time, having large weightings to cash can have a 
dramatic effect on an investor’s level of wealth. In a further 
analysis, we looked at a historical allocation at an asset class 
level consisting of 42% equities, 28% fixed income and 30% 
cash. As shown in figure 5, this allocation would have grown 
from $1m in 1952 to $150m by the end of 2016, albeit before 
fees which would have reduced returns, compared to $700m 
before fees for a Global Allocation with Hedge Funds at Risk 
Level 3.

Clearly, the investor who chose the cash-heavy allocation 
would have suffered a substantial decline in level of wealth 
relative to the investor in the balanced global allocation. 

Figure 4. Global Asset Class Allocation with Hedge Funds in US dollars at Risk Level 3

Source: Citi Private Bank, as of 31 Oct 2017. Please see Glossary for definition of terms. Allocations for 2017; based on data as of 30 Nov 2016.

Developed fixed income 22.9%

High yield 2.8%

EM fixed income 3.1%

Developed equity 48%

Emerging equity 8.3%

Hedge funds 12%

Commodities 0.5%

Cash 2.5%
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Address risk

To seek the higher returns necessary to keep families among 
the wealthiest, risks must be taken. Such risks should always 
be carefully calculated, however. This means understanding 
the potential risk of your allocation and trying to manage 
it. We reiterate that we believe the most effective form of 
risk mitigation over time has been global multi-asset class 
diversification itself. But portfolios that implement such 
allocations are still subject to significant drawdowns over 
time. And we recognize that such drawdowns cause some 
clients concern.

One reason that clients often maintain outsized allocations 
to cash is the desire to help manage the effects of portfolio 
drawdowns upon wealth. While this may be effective during 
the drawdowns themselves, we have already witnessed the 
longer-term drag that it has on portfolio performance. For 
suitable clients, however, employing hedging strategies may 
enable risky asset exposure to be maintained while also 
helping to shield wealth from large drawdowns.

Review portfolios regularly

Having determined a strategic allocation and implemented 
it in a portfolio, regular reviews are essential. Over time, a 
portfolio will tend to drift away from the target allocation as 
some assets perform strongly and others struggle. Unless 
corrected, this can lead to lower returns and excessive risk 
being taken. 

Reviews should also be used to correct any over-
diversification in the portfolio. Over time, many investors 
build up a large number of small positions in the portfolio, 
which can dilute performance and demand significant 
time and expense to monitor. To keep allocations focused, 
therefore, reviews need to determine the ongoing relevance 
of each position and sell those that do not fit.

We review all AVS allocations each year, updating them to 
reflect changes in AVS’s estimates of returns and risk. The 
next step is to rebalance portfolios to keep them in line with 
the updated allocations. This has the potential advantage of 
buying lower valued asset classes and selling higher valued 
asset classes, which could increase returns over time. We 
address key changes and recommended rebalancing in our 
regular meetings with each client. 

To help you consider your portfolio in light of your AVS 
allocation as well as our key investment themes, our 
Global Investment Lab can generate an individual analysis 
highlighting any differences between the two. We can 
then recommend possibilities for adjusting your portfolio 
accordingly. If you would like to take advantage of this 
analysis please speak to your Private Banker or Investment 
Counselor. 

US$ portfolio cash overweight (30%) Global Allocation in US$

Annualized performance (%) 8.0 10.6

Annualized volatility (%) 6.6 7.7

Sharpe ratio 1.21 1.37

Figure 5. Outsized cash, undersized returns

Source: Global Asset Allocation team, Citi Private Bank, as of 31 Dec 2016. The US$ portfolio cash over weight, a historical allocation on an asset class 
level assumes 42% equity and 28% fixed income proportions and 30% cash, rebalanced on an annual basis. The Global US dollar allocation represents 
a AVS Risk Level 3, the 31 Dec 2016 allocations of which are shown in Figure 4. They include allocations to equities, fixed income, commodities, 
cash and hedge funds. Risk levels are an indication of clients’ appetite for risk. Risk Level 3 – Seeks modest capital appreciation and, secondly 
capital preservation. The returns shown were calculated at an asset class level using indices and do not reflect fees, which would have reduced the 
performance shown. Past performance is no guarantee of future returns. Real results may vary. 

Diversification does not ensure against loss of investment.

We reiterate that 
we believe the most 

effective form of 
risk mitigation over 

time has been global 
multi-asset class 

diversification itself. 
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We also recognize that many clients wish to pursue 
opportunistic investments beyond their core portfolio. 
Opportunistic investments seek to generate enhanced 
risk-adjusted returns by exploiting periodic short- or long-
term opportunities based on a client’s risk tolerance and 
investment objectives. They can arise for many reasons 
including market dislocations, mis-pricings, structural 
and cyclical changes in markets, and new issuances. They 
can involve all kinds of investment, including individual 
securities, currencies or commodities, structured 
products and derivatives, alternative investments 
like hedge funds or private equity, or capital markets 
strategies. They should not be confused with short-term 
tactical adjustments to strategic asset allocations.

We believe that a core portfolio of investments that apply 
the principles discussed in this piece may offer the best 
approach for clients as they seek to remain among the 
world’s wealthiest. But how does such a core portfolio fit 
into their overall wealth framework, including their business 
holdings and any other investments they may wish to take? 

Many clients of the Private Bank have built their wealth 
by taking highly concentrated risks in a single business, 
in which they continue to have a significant interest. 
The core portfolios we recommend are specifically 
designed to help diversify the risks of such concentrated 
holdings. We therefore analyze each client’s business 
exposure and create an allocation accordingly.

Business holdings

Core portfolio

Opportunistic portfolio

Figure 6. A core-opportunistic wealth framework

Source: Citi Private Bank, as of 31 Oct 2017.

Opportunistic investing alongside core portfolios
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Level 1
Lower risk portfolio

Weight of core strategy At least 95%

Weight of opportunistic investment up to 5%

Level 2
Lower risk portfolio

Weight of core strategy At least 92.5%

Weight of opportunistic investment up to 7.5%

Level 3
Medium risk portfolio

Weight of core strategy At least 85%

Weight of opportunistic investment up to 15%

Level 4
Higher risk portfolio

Weight of core strategy At least 82.5%

Weight of opportunistic investment up to 17.5%

Level 5
Higher risk portfolio

Weight of core strategy At least 80%

Weight of opportunistic investment up to 20%

Source: Citi Private Bank, as of 31 Oct 2017. Please see Glossary for definition of terms. The aforementioned recommended core and opportunistic 
allocations are subject to change and are for illustrative purposes only. When implemented the individual’s investment objective and risk tolerances 
need to be taken into consideration.

Figure 7. Recommended core and opportunistic portfolio sizing

As with core portfolios, a disciplined approach is 
essential for opportunistic investing. Pursuing such 
investments informally can result in duplicating the risks 
of a core portfolio or business holdings. We therefore 
recommend considering potential opportunistic 
investments in context of these other assets. 

How much investment wealth might be allocated to 
an opportunistic portfolio? This should depend on 
a client’s risk level within our AVS framework. The 
higher the risk level, the more might be allocated to 
opportunistic investments. Figure 7 shows these risk 
levels and our recommended weightings for each.

The higher the 
client’s risk level, 

the more might 
be allocated to 

opportunistic 
investments.
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What does Adaptive Valuation Strategies (AVS) currently 
say about long-term returns? Figure 8 shows its annualized 
return forecasts – Strategic Return Estimates (SREs) – for ten 
major asset classes over the next decade. 

Based on 31 October 2017 data, AVS forecasts Global 
Emerging Equity to produce the highest return among public 
asset classes. Its SRE of 8.4% is well above the 4.9% for 
Global Developed Equity, despite its performance over the 
last year. This higher SRE reflects Emerging Equity’s relatively 
modest long-term valuation. 

Asset class Strategic Return Estimate Extreme Downside Risk

Global Developed Equity 4.9% -55.8%

Global Emerging Equity 8.4% -63.8%

Global Developed Investment Fixed Income 2.3% -10.8%

Global High Yield Fixed Income 4.1% -49.8%

Global Emerging Market Fixed Income 4.1% -45.5%

Cash 2.3% 0.0%

Hedge Funds 5.7% -36.9%

Private Equity 10.3% -87.3%

Real Estate 10.1% -78.9%

Commodity 1.9% -50.5%

Source: Citi Private Bank, SREs and historical returns over last 10 years are based on data as of 31 Oct 2017. Returns are estimated in US Dollars. All 
estimates are expressions of opinion and are subject to change without notice and are not intended to be a guarantee of future events. Strategic Return 
Estimates are no guarantee of future performance. Past performance is no guarantee of future returns. Real results may vary. AVS uses index returns to 
proxy for each asset class. EDR is a measure used to estimate the risk of an asset allocation. EDR is calculated as the average of the worst 5% of 12-month 
losses for the asset allocation over each 10-year period in Citi’s proprietary (AVS) historical database. Please see Glossary for definition of terms.

Figure 8. Strategic Return Estimates and Extreme Downside Risk

Within Fixed Income, High Yield’s SRE of 4.1% remains above 
Developed Investment Grade at 2.3%. Having returned 
an annualized 4.5% over the last ten years, Developed 
Investment Grade’s low SRE reflects one of the highest 
valuations of sovereign debt ever recorded. Emerging Market 
(EM) Fixed Income’s SRE has increased from 2.6% last year 
to 4.1% this year. This increase in both SRE and Extreme 
Downside Risk is due to a change in treatment of EM Fixed 
Income, moving from a local currency, hedged to US dollars 
to a hard currency dollar denominated debt perspective, 
the latter instruments having both higher return and risk 
forecasts.

Paisan Limratanamongkol, Andy Zhu, Gene Desello, Xin He, and 
Wenjing Wu of the Citi Private Bank Global Asset Allocation team 
also contributed to this article.

The long-term view
Gregory van Inwegen, Global Head of Quantitative Research, Asset Allocation, 
and Investment Risk Management at Citi Investment Management
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Extreme Downside Risk (EDR) is a measure used to estimate the risk of an asset allocation. EDR seeks to estimate the typical type of loss, over a 
12-month time horizon, that an asset allocation may experience in a period of extreme market stress. It is calculated using a proprietary methodology 
and database. For a given asset allocation, this approach estimates the loss, over a 12-month time horizon, that the asset allocation may have 
experienced during historical periods of extreme market stress. EDR is calculated by taking the average loss in the worst 5% of this historical periods 
of extreme market stress. EDR does not estimate the maximum possible loss. Potential losses for a given asset allocation may exceed the value of 
the EDR. 

Strategic Return Estimates (SRE) are the Private Bank’s forecast of returns for specific asset classes over a 10-year time horizon. The forecast for 
each specific asset class is made using a proprietary methodology that is appropriate for that asset class. Equity asset classes are forecast using 
a proprietary methodology based on the calculation of valuation levels with the assumption these valuation levels revert to their long-term trends 
over time. Fixed Income asset classes are forecast using a proprietary methodology based on current yield levels. Other asset classes have other 
specific forecasting methodologies. Please note that hedge funds, private equity, real estate, structured products and managed futures are generally 
illiquid investments and are subject to restrictions on transferability and resale. Each SRE is gross of actual client fees and expenses. Components 
of the methodology used to create the SREs include the rate of return for various asset classes based on indices. Past performance is not indicative 
of future results.

Adaptive Valuation Strategies is the strategic asset allocation methodology of Citi Private Bank. Strategic asset allocation attempts to define the 
appropriate combination of asset classes for a portfolio that may drive the portfolio to achieve the desired long-term goals of the investor.

Opinions expressed in this document may include those of Citi Private Bank, Citigroup affiliates, or non-affiliated third parties. In addition, your 
investment team may highlight topics that are specific to your objectives. These opinions may differ from the opinions expressed by other businesses 
or affiliates of Citigroup; they are not intended to be a forecast of future events, a guarantee of future results or investment advice and are subject to 
change based on market and other conditions. In any event, past performance is no guarantee of future results, and future results may not meet our 
expectations due to a variety of economic, market and other factors. Further, any projections of potential risk or return are illustrative and should not 
be taken as limitations as to the maximum possible loss or gain. The official view of Citi Private Bank is available to you in ‘The Quadrant’ magazine, 
published monthly and available upon request.
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Asset class definitions

Cash is represented by US 3-month Government Bond TR, measuring 
the US dollar-denominated active 3-Month, fixed-rate, nominal debt 
issues by the US Treasury.

Commodities asset class contains the index composites — GSCI 
Precious Metals Index, GSCI Energy Index, GSCI Industrial Metals Index, 
and GSCI Agricultural Index — measuring investment performance in 
different markets, namely precious metals (e.g., gold, silver), energy 
commodity (e.g., oil, coal), industrial metals (e.g., copper, iron ore), 
and agricultural commodity (i.e., soy, coffee) respectively. Reuters/
Jeffries CRB Spot Price Index, the TR/CC CRB Excess Return Index, 
an arithmetic average of commodity futures prices with monthly 
rebalancing, is used for supplemental historical data.

Global Developed Market Corporate Fixed Income is composed of 
Bloomberg Barclays indices capturing investment debt from seven 
different local currency markets. The composite includes investment 
grade rated corporate bonds from the developed-market issuers.

Global Developed Market Equity is composed of MSCI indices capturing 
large-, mid- and small-cap representation across 23 individual 
developed-market countries, as weighted by the market capitalization 
of these countries. The composite covers approximately 95% of the 
free float-adjusted market capitalization in each country.

Global Developed Investment Grade Fixed Income is composed 
of Barclays indices capturing investment-grade debt from twenty 
different local currency markets. The composite includes fixed-rate 
treasury, government-related, and investment grade rated corporate 
and securitized bonds from the developed-market issuers. Local 
market indices for US, UK and Japan are used for supplemental 
historical data.

Global Emerging Market Fixed Income is composed of Barclays 
indices measuring performance of fixed-rate local currency emerging 
markets government debt for 19 different markets across Latin 
America, EMEA and Asia regions. iBoxx ABF China Govt. Bond, the 
Markit iBoxx ABF Index comprising local currency debt from China, is 
used for supplemental historical data.

Global High Yield Fixed Income is composed of Barclays indices 
measuring the non-investment grade, fixed-rate corporate bonds 
denominated in US dollars, British pounds and Euros. Securities are 
classified as high yield if the middle rating of Moody’s, Fitch, and 
S&P is Ba1/BB+/BB+ or below, excluding emerging market debt. 
Ibbotson High Yield Index, a broad high yield index including bonds 
across the maturity spectrum, within the BB-B rated credit quality 
spectrum, included in the below-investment-grade universe, is used 
for supplemental historical data.

Hedge Funds is composed of investment managers employing different 
investment styles as characterized by different sub categories – 
HFRI Equity Long/Short: Positions both long and short in primarily 
equity and equity derivative securities; HFRI Credit: Positions in 
corporate fixed income securities; HFRI Event Driven: Positions in 
companies currently or prospectively involved in wide variety of 
corporate transactions; HFRI Relative Value: Positions based on 
a valuation discrepancy between multiple securities; HFRI Multi 
Strategy: Positions based on realization of a spread between related 
yield instruments; HFRI Macro: Positions based on movements in 
underlying economic variables and their impact on different markets; 
Barclays Trader CTA Index: The composite performance of established 
programs (Commodity Trading Advisors) with more than four years of 
performance history.

High Yield Bank Loans are debt financing obligations issued by a bank 
or other financial institution to a company or individual that holds legal 
claim to the borrower’s assets in the event of a corporate bankruptcy. 
These loans are usually secured by a company’s assets, and often pay 
a high coupon due to a company’s poor (non-investment grade) credit 
worthiness.

Private Equity characteristics are driven by those for Developed Market 
Small Cap Equities, adjusted for illiquidity, sector concentration, and 
greater leverage.

Real Estate contains index contains all Equity REITs (US REITs and 
publicly-traded real estate companies) not designated as Timber REITs 
or Infrastructure REITs: NAREIT US REIT Index, NAREIT Canada REIT 
Index, NAREIT UK REIT Index, NAREIT Switzerland REIT Index, NAREIT 
Euro-zone REIT Index, NAREIT Japan REIT Index, NAREIT Hong Kong 
REIT Index, NAREIT Singapore REIT Index, NAREIT Australia REIT 
IndeX.

US Preferreds are equity securities that have preference over common 
stock in the event of a corporate bankruptcy. Because these securities 
are considered higher-quality, they exhibit characteristics of debt 
instruments and often do not contain voting rights for their owners.

Index definitions

The Barclays Multiverse Bond Index is a broad fixed-rate multi-
currency benchmark.

The CBOE Volatility Index (VIX Index) is a leading measure of market 
expectations of near-term volatility conveyed by S&P 500 Index 
option prices.

Citi Emerging Markets Sovereign Bond Index includes local currency 
sovereign bond indices for 14 emerging markets countries. These 
indices comprise fixed-rate sovereign debt with at least one-year until 
maturity. They are market capitalization-weighted and rebalanced 
monthly for Brazil, Chile, Colombia, Hungary, Indonesia, Malaysia, 
Mexico, Peru, Philippines, Poland, Russia, Thailand, Turkey, and South 
Africa.

The Citi Euro Broad Investment Grade Index is a multi-asset 
benchmark for investment-grade, Euro-denominated fixed income 
bonds. It includes government, government-sponsored, collateralized, 
and corporate debt.

Citi US Broad Investment Grade Index (USBIG)—Corporate, is a 
subsector of the USBIG. The index includes fixed rate US Dollar-
denominated investment grade corporate debt within the finance, 
industrial and utility sectors. This index includes US and non-US 
corporate securities (excludes US government-guaranteed and non-
US sovereign and provincial securities).

Citi’s US High-Yield Market Index is a US dollar-denominated index 
which measures the performance of high-yield debt issued by 
corporations domiciled in the US or Canada. Recognized as a broad 
measure of the North American high-yield market amongst all Citi’s 
fixed income indices, it includes cash-pay and deferred-interest 
securities. All the bonds are publically placed, have a fixed coupon, 
and are non-convertible

The Citi World Broad Investment Grade Index is a multi-asset, multi-
currency benchmark which provides a measure of the global fixed 
income markets. 

The MSCI Europe ex-UK Banking Industry index tracks the performance 
of major European depository institutions, excluding those domiciled 
in the United Kingdom.

The Euro Stoxx 600 represents large, mid and small cap companies 
across 17 countries across Europe including: Austria, Belgium, Czech 
Republic, Denmark, Finland, Germany, Ireland, Italy, Luxembourg, the 
Netherlands, Norway, Portugal, Spain, Sweden, Switzerland and the 
United Kingdom.

HFRI Equity Hedge (Total) Index is an equal weighted index if multiple 
equity hedge fund managers. Equity Hedge investing consists of 
a core holding of long equities hedged at all times with short sales 
of stocks and/or stock index options. Some managers maintain a 
substantial portion of assets within a hedged structure and commonly 
employ leverage. Where short sales are used, hedged assets may be 
comprised of an equal dollar value of long and short stock positions. 
Other variations use short sales unrelated to long holdings and/or puts 
on the S&P 500 index and put spreads. In addition to equities, some 
funds may have limited assets invested in other types of securities.

The HFRI Fund Weighted Composite Index is a global, equal-weighted 
index of over 2,000 single manager funds. 
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The HFRI Relative Value (Total) Index is an equal weighted index that 
maintains positions in which the investment thesis is predicated on 
realization of a valuation discrepancy in the relationship between 
multiple securities.

The Korea Composite Stock Price Index or KOSPI is the index of all 
common stocks traded on the Stock Market Division.

The MSCI All Country World Index represents 48 developed and 
emerging equity markets. Index components are weighted by market 
capitalization. 

The MSCI Asia ex-Japan index has large and mid-cap representation 
across 2 of 3 Developed Markets countries and 8 Emerging Markets 
countries in Asia. It captures approximately 85% of the free float-
adjusted market capitalization in each country. 

Chilean large and mid-cap companies are represented by the MSCI 
Chile Index. With 19 constituents, the index covers approximately 85% 
of the Chile equity market.

The MSCI Emerging Markets (EM) Latin America Index captures 
large and mid-cap representation across 5 Emerging Markets (EM) 
countries* in Latin America. With 121 constituents, the index covers 
approximately 85% of the free float-adjusted market capitalization in 
each country.

European equities are represented by the MSCI Europe index, which 
captures large- and mid-cap representation across 15 Developed 
Markets (DM) countries in Europe. It covers approximately 85% of 
the free float-adjusted market capitalization across the European 
Developed Markets equity universe.

The MSCI Kuwait Index is designed to measure the performance of the 
large and mid cap segments of the Kuwait market. With 8 constituents, 
the index covers approximately 85% of the Kuwait equity universe.

The MSCI Jordan Index is designed to measure the performance of the 
large and mid cap segments of the Jordan market. With 4 constituents, 
the index covers approximately 85% of the Jordan equity universe.

The MSCI Lebanon Index is designed to measure the performance 
of the large and mid-cap segments of the Lebanese market. With 4 
constituents, the index covers approximately 85% of the Lebanon 
equity universe.

The MSCI Russia Index is designed to measure the performance 
of the large and mid cap segments of the Russian market. With 22 
constituents, the index covers approximately 85% of the free float-
adjusted market capitalization in Russia.

The MSCI North America Index is designed to measure the performance 
of large and mid-cap segments of the US and Canada markets with 
725 constituents. 

The MSCI Qatar Index is designed to measure the performance of the 
large and mid cap segments of the Qatari market. With 12 constituents, 
the index covers approximately 85% of the free float-adjusted market 
capitalization in Qatar.

The MSCI Turkey Index is designed to measure the performance of 
the large and mid cap segments of the Turkish market. With 25 
constituents, the index covers about 85% of the equity universe in 
Turkey.

The MSCI United Arab Emirates (UAE) Index is designed to measure 
the performance of the large and mid cap segments of the UAE 
market. With 10 constituents, the index covers approximately 85% of 
the UAE equity universe.

The MSCI USA Index represents more than 600 constituents and 
approximately 85% of the free float-adjusted market capitalization in 
the US. 

The MSCI World Index represents the performance of more than 1,600 
large- and mid-cap stocks across 23 developed markets countries. 
The index covers approximately 85% of the free float-adjusted market 
capitalization in each country.

The MSCI World ex-USA Index represents the performance of large- 
and mid-cap representation across 22 of 23 developed markets 
countries excluding the United States. With 1,005 constituents, the 
index covers approximately 85% of the free float-adjusted market 
capitalization in each country.

SG CTA Index is a benchmark of major commodity trading advisors 
and calculates the daily rate of return for a pool of CTAs selected from 
the larger managers that are open to new investment. 

SG Macro Trading (Discretionary) Index represents the performance 
of all the trading strategies, whether available through either onshore 
or offshore fund structures, as well as managed accounts that are 
reported to SG Alternative Investment Solutions. 

The Standard & Poor’s 500 Index is a capitalization-weighted index 
that includes a representative sample of 500 leading companies in 
leading industries of the US economy. Although the S&P 500 focuses 
on the large cap segment of the market, with over 80% coverage of 
US equities, it is also an ideal proxy for the total market.

The S&P Global Infrastructure Index is designed to track 75 companies 
from around the world chosen to represent the listed infrastructure 
industry while maintaining liquidity and tradability. To create 
diversified exposure, the index includes three distinct infrastructure 
clusters: energy, transportation, and utilities.

S&P Global Internet Retail Index, shorthand for the S&P Global 
1200 Internet & Direct Marketing Retail sub industry, is an index of 
companies that market and sell products to customers directly over 
the internet. This sub industry is a part of the Consumer Discretionary 
sector of the S&P Global 1200 index.

S&P Global Department Store Index, shorthand for the S&P Global 
1200 Department Stores sub industry, is an index of companies 
that sell products in a physical retail establishment that offers a 
wide range of consumer goods from different product categories 
known as ‘departments’. This sub industry is a part of the Consumer 
Discretionary sector of the S&P Global 1200 index.

Other terminology 

Adaptive Valuations Strategies is Citi Private Bank’s own strategic 
asset allocation methodology. It determines the suitable long-term 
mix of assets for each client’s investment portfolio.

Correlation is a statistical measure of how two assets or asset classes 
move in relation to one another. Correlation is measured on a scale of 
1 to -1. A correlation of 1 implies perfect positive correlation, meaning 
that two assets or asset classes move in the same direction all of the 
time. A correlation of -1 implies perfect negative correlation, such that 
two assets or asset classes move in the opposite direction to each 
other all the time. A correlation of 0 implies zero correlation, such that 
there is no relationship between the movements in the two over time.

Diversifiers are hedge funds that typically are expected by HFRM 
to display low or negative correlation and/or beta to traditional 
asset classes though they may display significant degrees of market 
correlation at certain points of the investment cycle. The portfolio 
managers of such funds are often long volatility and generally may 
provide attractive diversification benefits to a client’s portfolio 
though returns are often ‘unpredictable’ and can be volatile. This 
internal classification is based on the analysis and subjective views of 
HFRM. The internal classification is subject to change without notice 
to investors and there is no guarantee that the funds will perform 
as described above. It is important to note that the market strategy 
described above may not completely eliminate market risk. There is no 
guarantee that hedge funds classified as ‘Diversifiers’ will perform as 
described above. Hedge funds should not be invested in based on their 
classification as ‘Diversifiers’ and other assets in a client’s overall 
portfolio should be taken into consideration before an investment is 
made.

Extreme Downside Risk (EDR) is a measure used to estimate the 
risk of an asset allocation. EDR seeks to estimate the typical type 
of loss, over a 12-month time horizon, that an asset allocation may 
experience in a period of extreme market stress. It is calculated using 
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a proprietary methodology and database. For a given asset allocation, 
this approach estimates the loss, over a 12-month time horizon, that 
the asset allocation may have experienced during historical periods of 
extreme market stress. EDR is calculated by taking the average loss in 
the worst 5% of this historical periods of extreme market stress. EDR 
does not estimate the maximum possible loss. Potential losses for a 
given asset allocation may exceed the value of the EDR.

Global macro hedge fund strategies are generally fundamental and 
discretionary. Managers of these strategies analyze large quantities 
of macroeconomic data across markets and regions. Those managers 
try to identify large imbalances in the risk premiums relating to 
major asset classes, such as fixed income, equities, commodities and 
currencies. This top-down process helps them to identify potential 
directional and tactical opportunities. 

Managed futures/CTA hedge fund strategies are generally systematic 
and technical (i.e., quant-driven). Many trade a large number of 
futures and forwards markets (often 100+) and take positions in 
response to systematic buy and sell signals generated by computer 
models that attempt to identify or anticipate market trends. Many of 
their inputs are price-based indicators, and most models are derived 
from proprietary trend-following algorithms. 

Price-to-book ratio (P/B) compares the capitalization of an individual 
stock or of an index of stocks to the value of that stock or that index’s 
combined shareholder capital. It is calculated by dividing the current 
closing price of the stock by the most recently reported book value per 
share. A low P/B can indicate a lowly-valued company or index, while a 
high P/B can indicate high valuation.

Price-earnings ratio (P/E) measures a company’s or an index of 
companies’ current share price relative to its earnings per share. A 
low P/E can indicate a lowly-valued company or index, while a high P/E 
can indicate high valuation.

Return on equity (ROE) is the amount of net income earned as 
a percentage of shareholders equity. It captures a company’s 
profitability – or aggregate profitability among numerous companies 
– by showing how much profit is achieved with shareholders’ capital.

Strategic asset allocation is the process of creating a long-term 
investment plan by assembling an appropriate mix of equities, fixed 
income, cash and other investments. It can potentially enhance 
portfolio returns and help manage risk.

Strategic Return Estimates are Citi Private Bank’s forecast of returns 
for specific asset classes over a 10-year time horizon. The forecast for 
each specific asset class is made using a proprietary methodology that 
is appropriate for that asset class. Equity asset classes are forecast 
using a proprietary methodology based on the calculation of valuation 
levels with the assumption these valuation levels revert to their long-
term trends over time. Fixed Income asset classes are forecast using 
a proprietary methodology based on current yield levels. Other asset 
classes have other specific forecasting methodologies. Please note 
that hedge funds, private equity, real estate, structured products and 
managed futures are generally illiquid investments and are subject to 
restrictions on transferability and resale. Each SRE is gross of actual 
client fees and expenses. Components of the methodology used to 
create the SREs include the rate of return for various asset classes 
based on indices. Termination and replacement of investments may 
subject investors to new or different charges. Past performance is not 
indicative of future results. Future rates of return cannot be predicted 
with certainty. Investments that pay higher rates of return are often 
subject to higher risk and greater potential loss in an extreme scenario. 
The actual rate of return on investments can vary widely over time, 
especially for long-term investments. This includes the potential loss 
of principal on your investment. It is not possible to invest directly in 
an index.

Tactical asset allocation looks to adjust the strategic asset allocation 
of a client’s investment portfolio to incorporate shorter-term market 
insights. 

Volatility arbitrage hedge fund strategies typically attempt to exploit 
differences between the forecasted future volatility of an asset and 
the implied volatility of options based on that asset.

Yield-to-Maturity (YTM) is the total return received on a bond or index 
of bonds when held to maturity. The total return includes both the 
payment of coupons and the return of the principal at maturity. 

Bond rating equivalence
Alpha and/or numeric symbols used to give indications of relative credit quality. In the municipal market, these designations are published by 
the rating services. Internal ratings are also used by other market participants to indicate credit quality.

Bond credit quality ratings Rating agencies

Credit risk Moody’s1 Standard and Poor’s2 Fitch Ratings2

Investment Grade

Highest quality Aaa AAA AAA

High quality (very strong) Aa AA AA

Upper medium grade (Strong) A A A

Medium grade Baa BBB BBB

Not Investment Grade

Lower medium grade (somewhat speculative) Ba BB BB

Low grade (speculative) B B B

Poor quality (may default) Caa CCC CCC

Most speculative Ca CC CC

No interest being paid or bankruptcy petition filed C D C

In default C D D

1     The ratings from Aa to Ca by Moody’s may be modified by the addition of a 1, 2, or 3 to show relative standing within the category.
2     The ratings from AA to CC by Standard and Poor’s and Fitch Ratings may be modified by the addition of a plus or a minus to show relative standing 
within the category.
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Disclosures 

In any instance where distribution of this communication (‘Communication’) is subject to the rules of the US Commodity Futures Trading 
Commission (‘CFTC’), this communication constitutes an invitation to consider entering into a derivatives transaction under US CFTC 
Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument. 

This Communication is prepared by Citi Private Bank (‘CPB’), a business of Citigroup Inc. (‘Citigroup’), which provides its clients access to a broad 
array of products and services available through Citigroup, its bank and non-bank affiliates worldwide (collectively, ‘Citi’). Not all products and 
services are provided by all affiliates, or are available at all locations. 

In the U.S., investment products and services are provided by Citigroup Global Markets Inc. (‘CGMI’), member FINRA and SIPC, and also Citi Private 
Advisory, LLC (‘Citi Advisory’), member of FINRA and SIPC. CGMI accounts are carried by Pershing LLC, member FINRA, NYSE, SIPC. CGMI, Citi 
Advisory and Citibank, N.A. are affiliated companies under the common control of Citigroup. 

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management services (including 
portfolio management) are available through CGMI, Citi Advisory, Citibank, N.A. and other affiliated advisory businesses. 

This Communication is provided for information and discussion purposes only, at the recipient’s request. The recipient should notify CPB 
immediately should it at any time wish to cease being provided with such information. Unless otherwise indicated, (i) it does not constitute an 
offer or recommendation to purchase or sell any security, financial instrument or other product or service, or to attract any funding or deposits, 
and (ii) it does not constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject 
to CFTC rules) and (iii) it is not intended as an official confirmation of any transaction. 

Unless otherwise indicated, any reference to a research report or research recommendation is not intended to represent the whole report and is 
not in itself considered a recommendation or research report.

Unless otherwise expressly indicated, this Communication does not take into account the investment objectives, risk profile or financial situation 
of any particular person and as such, investments mentioned in this document may not be suitable for all investors. Citi is not acting as an 
investment or other advisor, fiduciary or agent. The information contained herein is not intended to be an exhaustive discussion of the strategies 
or concepts mentioned herein or tax or legal advice. Recipients of this Communication should obtain advice based on their own individual 
circumstances from their own tax, financial, legal and other advisors about the risks and merits of any transaction before making an investment 
decision, and only make such decisions on the basis of their own objectives, experience, risk profile and resources. 

The information contained in this Communication is based on generally available information and, although obtained from sources believed by 
Citi to be reliable, its accuracy and completeness cannot be assured, and such information may be incomplete or condensed. Any assumptions or 
information contained in this Communication constitute a judgment only as of the date of this document or on any specified dates and is subject 
to change without notice. Insofar as this Communication may contain historical and forward looking information, past performance is neither 
a guarantee nor an indication of future results, and future results may not meet expectations due to a variety of economic, market and other 
factors. Further, any projections of potential risk or return are illustrative and should not be taken as limitations of the maximum possible loss 
or gain. Any prices, values or estimates provided in this Communication (other than those that are identified as being historical) are indicative 
only, may change without notice and do not represent firm quotes as to either price or size, nor reflect the value Citi may assign a security in 
its inventory. Forward looking information does not indicate a level at which Citi is prepared to do a trade and may not account for all relevant 
assumptions and future conditions. Actual conditions may vary substantially from estimates which could have a negative impact on the value of 
an instrument. 

Views, opinions and estimates expressed herein may differ from the opinions expressed by other Citi businesses or affiliates, and are not intended 
to be a forecast of future events, a guarantee of future results, or investment advice, and are subject to change without notice based on market 
and other conditions. Citi is under no duty to update this document and accepts no liability for any loss (whether direct, indirect or consequential) 
that may arise from any use of the information contained in or derived from this Communication.

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal amount invested. Financial 
instruments or other products denominated in a foreign currency are subject to exchange rate fluctuations, which may have an adverse effect on 
the price or value of an investment in such products. This Communication does not purport to identify all risks or material considerations which 
may be associated with entering into any transaction. 

Structured products can be highly illiquid and are not suitable for all investors. Additional information can be found in the disclosure documents 
of the issuer for each respective structured product described herein. Investing in structured products is intended only for experienced and 
sophisticated investors who are willing and able to bear the high economic risks of such an investment. Investors should carefully review and 
consider potential risks before investing. 

OTC derivative transactions involve risk and are not suitable for all investors. Investment products are not insured, carry no bank or government 
guarantee and may lose value. Before entering into these transactions, you should: (i) ensure that you have obtained and considered relevant 
information from independent reliable sources concerning the financial, economic and political conditions of the relevant markets; (ii) determine 
that you have the necessary knowledge, sophistication and experience in financial, business and investment matters to be able to evaluate the 
risks involved, and that you are financially able to bear such risks; and (iii) determine, having considered the foregoing points, that capital markets 
transactions are suitable and appropriate for your financial, tax, business and investment objectives. 

This material may mention options regulated by the US Securities and Exchange Commission. Before buying or selling options you should obtain 
and review the current version of the Options Clearing Corporation booklet, Characteristics and Risks of Standardized Options. A copy of the 
booklet can be obtained upon request from Citigroup Global Markets Inc., 390 Greenwich Street, 3rd Floor, New York, NY 10013 or by clicking the 
following link, 

http://www.theocc.com/components/docs/riskstoc.pdf or

http://www.theocc.com/components/docs/about/publications/november_2012_supplement.pdf 

If you buy options, the maximum loss is the premium. If you sell put options, the risk is the entire notional below the strike. If you sell call options, 
the risk is unlimited. The actual profit or loss from any trade will depend on the price at which the trades are executed. The prices used herein are 
historical and may not be available when you order is entered. Commissions and other transaction costs are not considered in these examples. 
Option trades in general and these trades in particular may not be appropriate for every investor. Unless noted otherwise, the source of all graphs 
and tables in this report is Citi. Because of the importance of tax considerations to all option transactions, the investor considering options should 
consult with his/her tax advisor as to how their tax situation is affected by the outcome of contemplated options transactions. 

http://www.theocc.com/components/docs/riskstoc.pdf
http://www.theocc.com/components/docs/about/publications/november_2012_supplement.pdf
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None of the financial instruments or other products mentioned in this Communication (unless expressly stated otherwise) is (i) insured by the 
Federal Deposit Insurance Corporation or any other governmental authority, or (ii) deposits or other obligations of, or guaranteed by, Citi or any 
other insured depository institution. 

Citi often acts as an issuer of financial instruments and other products, acts as a market maker and trades as principal in many different financial 
instruments and other products, and can be expected to perform or seek to perform investment banking and other services for the issuer of 
such financial instruments or other products. The author of this Communication may have discussed the information contained therein with 
others within or outside Citi, and the author and/ or such other Citi personnel may have already acted on the basis of this information (including 
by trading for Citi’s proprietary accounts or communicating the information contained herein to other customers of Citi). Citi, Citi’s personnel 
(including those with whom the author may have consulted in the preparation of this communication), and other customers of Citi may be long 
or short the financial instruments or other products referred to in this Communication, may have acquired such positions at prices and market 
conditions that are no longer available, and may have interests different from or adverse to your interests. 

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer 
outside Citi. Any statement in this Communication regarding tax matters is not intended or written to be used, and cannot be used or relied upon, 
by any taxpayer for the purpose of avoiding tax penalties. Any such taxpayer should seek advice based on the taxpayer’s particular circumstances 
from an independent tax advisor. 

Neither Citi nor any of its affiliates can accept responsibility for the tax treatment of any investment product, whether or not the investment is 
purchased by a trust or company administered by an affiliate of Citi. Citi assumes that, before making any commitment to invest, the investor and 
(where applicable, its beneficial owners) have taken whatever tax, legal or other advice the investor/beneficial owners consider necessary and 
have arranged to account for any tax lawfully due on the income or gains arising from any investment product provided by Citi. 

This Communication is for the sole and exclusive use of the intended recipients, and may contain information proprietary to Citi which may not 
be reproduced or circulated in whole or in part without Citi’s prior consent. The manner of circulation and distribution may be restricted by law 
or regulation in certain countries. Persons who come into possession of this document are required to inform themselves of, and to observe such 
restrictions. Citi accepts no liability whatsoever for the actions of third parties in this respect. Any unauthorized use, duplication, or disclosure of 
this document is prohibited by law and may result in prosecution. 

The views expressed in this document by the Global Investment Committee do not constitute research, investment advice or trade recommendations, 
and are not tailored to meet the individual investment circumstances or objectives of any investor. Recipients of this document should not rely on 
the views expressed or the information included in this document as the primary basis for any investment decision. Investors are urged to consult 
with their financial advisors before buying or selling securities. 

Bonds are affected by a number of risks, including fluctuations in interest rates, credit risk and prepayment risk. In general, as prevailing interest 
rates rise, fixed income securities prices will fall. Bonds face credit risk if a decline in an issuer’s credit rating, or creditworthiness, causes a 
bond’s price to decline. High yield bonds are subject to additional risks such as increased risk of default and greater volatility because of the lower 
credit quality of the issues. Finally, bonds can be subject to prepayment risk. When interest rates fall, an issuer may choose to borrow money at 
a lower interest rate, while paying off its previously issued bonds. As a consequence, underlying bonds will lose the interest payments from the 
investment and will be forced to reinvest in a market where prevailing interest rates are lower than when the initial investment was made.

International investing may not be for everyone. There may be additional risk associated with international investing, including foreign, economic, 
political, monetary and/or legal factors, changing currency exchange rates, foreign taxes, and differences in financial and accounting standards. 
The possibility that adverse political events, financial problems, or natural disasters in a country or region will cause investments in that country 
or region to lose value. The risks of investing in emerging or developing markets can be substantially greater than the risks of investing in 
developed markets. 

Alternative investments referenced in this report are speculative and entail significant risks that can include losses due to leveraging or other 
speculative investment practices, lack of liquidity, volatility of returns, restrictions on transferring interests in the fund, potential lack of 
diversification, absence of information regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and 
higher fees than mutual funds and advisor risk. Asset allocation does not assure a profit or protect against a loss in declining financial markets. 

REITS 

REITs are subject to special risk considerations similar to those associated with the direct ownership of real estate. Real estate valuations may be 
subject to factors such as changing general and local economic, financial, competitive, and environmental conditions. REITs may not be suitable 
for every investor. Dividend income from REITs will generally not be treated as qualified dividend income and therefore will not be eligible for 
reduced rates of taxation. There may be additional risk associated with international investing, including foreign, economic, political, monetary 
and/or legal factors, changing currency exchange rates, foreign taxes, and differences in financial and accounting standards. 

Master Limited Partnership 

• Energy Related MLPs May Exhibit High Volatility. While not historically very volatile, in certain market environments Energy Related MLPS 
may exhibit high volatility. 

• Changes in Regulatory or Tax Treatment of Energy Related MLPs. If the IRS changes the current tax treatment of the master limited 
partnerships included in the Basket of Energy Related MLPs thereby subjecting them to higher rates of taxation, or if other regulatory 
authorities enact regulations which negatively affect the ability of the master limited partnerships to generate income or distribute dividends 
to holders of common units, the return on the Notes, if any, could be dramatically reduced. 

• Concentration Risk. Investment in a basket of Energy Related MLPs may expose the investor to concentration risk due to industry, 
geographical, political, and regulatory concentration. 

• The price and dividends paid by Energy Related MLPs may be affected by a number of factors, including: 

• Worldwide and domestic supplies of, and demand for, crude oil, natural gas, natural gas liquids, hydrocarbon products and refined products; 

• Changes in tax or other laws affecting MLPs generally; 
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• Regulatory changes affecting pipeline fees and other regulatory fees in the energy sector; 

• The effects of political events and government regulation; 

• The impact of direct government intervention, such as embargos; 

• Changes in fiscal, monetary and exchange control programs: 

• Changes in the relative prices of competing energy products; 

• Changes in the output and trade of oil and other energy producers; 

• Changes in environmental and weather conditions; 

• The impact of environment laws and regulations and technological changes affecting the cost of producing and processing, and the demand 
for, energy products; 

• Decreased supply of hydrocarbon products available to be processed due to fewer discoveries of new hydrocarbon reserves, short- or long-
term supply distributions or otherwise; 

• Risks of regulatory actions and/or litigation, including as a result of leaks, explosions or other accidents relating to energy products; 

• Uncertainty or instability resulting from an escalation or additional outbreak of armed hostilities or further acts of terrorism in the United 
States or elsewhere; 

• General economic and geopolitical conditions in the United States and worldwide. 

Mortgage-backed securities (‘MBS’), which include collateralized mortgage obligations (‘CMOs’), also referred to as real estate mortgage investment 
conduits (‘REMICs’), may not be suitable for all investors. There is the possibility of early return of principal due to mortgage prepayments, 
which can reduce expected yield and result in reinvestment risk. Conversely, return of principal may be slower than initial prepayment speed 
assumptions, extending the average life of the security up to its listed maturity date (also referred to as extension risk). 

Additionally, the underlying collateral supporting non-Agency MBS may default on principal and interest payments. In certain cases, this could 
cause the income stream of the security to decline and result in loss of principal. Further, an insufficient level of credit support may result in 
a downgrade of a mortgage bond’s credit rating and lead to a higher probability of principal loss and increased price volatility. Investments in 
subordinated MBS involve greater credit risk of default than the senior classes of the same issue. Default risk may be pronounced in cases where 
the MBS security is secured by, or evidencing an interest in, a relatively small or less diverse pool of underlying mortgage loans. 

MBS are also sensitive to interest rate changes which can negatively impact the market value of the security. During times of heightened volatility, 
MBS can experience greater levels of illiquidity and larger price movements. Price volatility may also occur from other factors including, but 
not limited to, prepayments, future prepayment expectations, credit concerns, underlying collateral performance and technical changes in the 
market. 

Please read offering documents and/or prospectus information carefully for the risks associated with the particular MBS security you are 
purchasing. 

In Hong Kong, this document is issued by CPB operating through Citibank, N.A., Hong Kong branch, which is regulated by the Hong Kong Monetary 
Authority. Any questions in connection with the contents in this document should be directed to registered or licensed representatives of the 
aforementioned entity. To the extent this document is provided to clients who are booked and/or managed in Hong Kong: No other statement(s) 
in this document shall operate to remove, exclude or restrict any of your rights or obligations of Citibank under applicable laws and regulations. 
Citibank, N.A., Hong Kong Branch does not intend to rely on any provisions herein which are inconsistent with its obligations under the Code of 
Conduct for Persons Licensed by or Registered with the Securities and Futures Commission, or which mis-describes the actual services to be 
provided to you.

In Singapore, this document is issued by CPB operating through Citibank, N.A., Singapore branch, which is regulated by the Monetary Authority 
of Singapore. Any questions in connection with the contents in this document should be directed to registered or licensed representatives of the 
aforementioned entity. 

Citibank N.A., London Branch (registered branch number BR001018), Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB, is 
authorised and regulated by the Office of the Comptroller of the Currency (USA) and authorised by the Prudential Regulation Authority. Subject 
to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our 
regulation by the Prudential Regulation Authority are available from us on request. The contact number for Citibank N.A., London Branch is +44 
(0)20 7508 8000. 

Citibank Europe plc is authorised by the Central Bank of Ireland and by the Prudential Regulation Authority. It is subject to supervision by the 
Central Bank of Ireland, and subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority. Details 
about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct Authority 
are available from us on request. 

Citibank Europe plc, UK Branch is registered as a branch in the register of companies for England and Wales with registered number BR017844. 
Its registered address is Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB. VAT No.: GB 429 6256 29. Citibank Europe plc is 
registered in Ireland with number 132781, with its registered office at 1 North Wall Quay, Dublin 1. Citibank Europe plc is regulated by the Central 
Bank of Ireland. Ultimately owned by Citigroup Inc., New York, USA. 

Citibank (Switzerland) AG, Prime Tower, Hardstrasse 201, P.O. Box, 8010 Zurich, is authorized and regulated by FINMA. 

Citibank NA Sioux Falls, Geneva Branch, 16 Quai du General Guisan, PO Box 3946, CH-1211 Geneva 3 is authorized and regulated by FINMA. 

Citibank NA Sioux Falls, Zurich Branch, Prime Tower, Hardstrasse 201, P.O. Box, 8010 Zurich is authorized and regulated by FINMA. 

In Jersey, this document is communicated by Citibank N.A., Jersey Branch which has its registered address at PO Box 104, 38 Esplanade, St 
Helier, Jersey JE4 8QB. Citibank N.A., Jersey Branch is regulated by the Jersey Financial Services Commission. Citibank N.A. Jersey Branch is 
a participant in the Jersey Bank Depositors Compensation Scheme. The Scheme offers protection for eligible deposits of up to £50,000. The 
maximum total amount of compensation is capped at £100,000,000 in any 5 year period. Full details of the Scheme and banking groups covered 
are available on the States of Jersey website www.gov.je/dcs, or on request. 
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In the United Arab Emirates and Bahrain Citi Private Bank operates as part of Citibank, N.A. 

In South Africa, Financial Service Provider, FSP 30513. 

Citi Private Bank is a business of Citigroup Inc. (‘Citigroup’), which provides its clients access to a broad array of products and services available 
through bank and non-bank affiliates of Citigroup. Not all products and services are provided by all affiliates or are available at all locations. In 
Canada, Citi Private Bank is a division of Citibank Canada, a Schedule II Canadian chartered bank. Certain investment products are made available 
through Citibank Canada Investment Funds Limited (‘CCIFL’), a wholly owned subsidiary of Citibank Canada. Investment Products are subject 
to investment risk, including possible loss of principal amount invested. Investment Products are not insured by the CDIC, FDIC or depository 
insurance regime of any jurisdiction and are not guaranteed by Citigroup or any affiliate thereof.

This document is for information purposes only and does not constitute an offer to sell or a solicitation of an offer to buy any securities to 
any person in any jurisdiction. Any investment in any securities described in this document will be made solely on the basis of an offering 
memorandum. Accordingly, this document should not form the basis of, and should not be relied upon in connection with, any subsequent 
investment in these securities. To the extent that any statements are made in this document in relation to the products referred to herein, they 
are qualified in their entirety by the terms of the offering memorandum and other related documents pertaining thereto. The information set out 
herein may be subject to updating, completion, revision, verification and amendment and such information may change materially. Prospective 
investors should carefully review the offering memorandum and other related documents before making a decision to invest.

No express or implied representations are made regarding these products, including without limitation, no representations are made concerning 
investment results or any legal, accounting, regulatory or tax treatment of an investment in any jurisdiction that might be relevant to a recipient 
of this document. In particular, this document has not been customized for Canadian investors and an investment in the products may have 
investment considerations and risks that could have a significant effect on a Canadian investor. In making any eventual investment decision, 
potential investors are advised to seek independent professional advice to understand all attendant considerations and risks attached to these 
securities. 

Citigroup, its affiliates and any of the officers, directors, employees, representatives or agents shall not be held liable for any direct, indirect, 
incidental, special, or consequential damages, including loss of profits, arising out of the use of information contained herein, including through 
errors whether caused by negligence or otherwise.

Notwithstanding anything to the contrary, you hereby agree that neither Citigroup nor any of its affiliates make any statement or representation, 
express or implied, as to Canadian tax matters in respect of the transaction, whether in connection with any presentation of the transaction, 
your consideration of the transaction, any discussion in respect of the transaction or otherwise or at any time, and nothing in these materials 
constitutes or should be considered to constitute such as statement or representation as to any Canadian tax matters in respect of the transaction. 

Using borrowed money to finance the purchase of securities involves greater risk than a purchase using cash resources only. If you borrow money 
to purchase securities, your responsibility to repay the loan and pay interest as required by its terms remains the same even if the value of the 
securities purchased declines. 

CCIFL is not currently a member, and does not intend to become a member of the Mutual Fund Dealers Association of Canada (‘MFDA’); 
consequently, clients of CCIFL will not have available to them investor protection benefits that would otherwise derive from membership of CCIFL 
in the MFDA, including coverage under any investor protection plan for clients of members of the MFDA

Citi Trust is the business name for a wide range of personal trust and estate management and related services provided by Citigroup Inc. or its 
affiliates to individuals, families and charitable entities throughout the world. Not all products and services are provided by all affiliates or are 
available at all locations. For US clients, trust services are provided by one of the following entities: Citibank, N.A., Citicorp Trust South Dakota 
or Citicorp Trust Delaware, N.A. For clients who are neither residents nor citizens of the US, trust services are provided by one of the following 
entities: Cititrust Private Trust (Cayman) Limited, Cititrust Private Trust Zurich GmbH, Cititrust (Bahamas) Limited, Cititrust (Cayman) Limited, 
Cititrust (Jersey) Limited, Cititrust (Singapore) Limited, Cititrust (Switzerland) Limited or Citicorp Trust Delaware, N.A. The service providers are 
referred to collectively as Citi Trust. Cititrust (Jersey) Limited, whose contact details are P.O. Box 728, 38 Esplanade, St. Helier, Jersey JE4 8ZT, 
Channel Islands, telephone number +44 1534 608000, is licensed by the Jersey Financial Services Commission for the conduct of Trust Company 
Business. 

© 2017 Citigroup Inc. All Rights Reserved. Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, 
used and registered throughout the world.


